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UNITED STATES DISTRICT COURT 


NORTHERN DISTRICT OF CALIFORNIA 


SAN JOSE DIVISION 


APPLE INC., a California corporation, 
Plaintiff, 


Vv. 


SAMSUNG ELECTRONICS CO., LTD., a 
Korean corporation; SAMSUNG 
ELECTRONICS AMERICA, INC., a New 
York corporation; SAMSUNG 
TELECOMMUNICATIONS AMERICA, 
LLC, a Delaware limited liability company, 


Defendants. 








Case No. 11-CV-01846-LHK 

ORDER GRANTING IN PART AND 
DENYING IN PART MOTIONS TO 
STRIKE PORTIONS OF UPDATED 
EXPERT REPORTS ON DAMAGES 
Re: Dkt. Nos. 3333-3, 3335 


Public Redacted Version 


Defendants Samsung Electronics Co., Ltd., Samsung Electronics America, Inc., and 


Samsung Telecommunications America, LLC (collectively, “Samsung”’) move to strike portions 


of the November 6, 2015 updated expert report of Julie L. Davis (“Davis’s November 2015 


Report”), Apple’s expert on damages.’ ECF No. 3335 (“Samsung Mot.”). Apple, Inc. (“Apple”), 


in turn, moves to strike portions of the November 6, 2015 updated expert report of Michael J. 


' Apple’s expert on damages in the 2012 trial was Terry Musika, who passed away in December 


2012. Apple then substituted Julie Davis as its expert for the 2013 damages retrial. 


Case No. 11-CV-01846-LHK 


ORDER GRANTING IN PART AND DENYING IN PART MOTIONS TO STRIKE PORTIONS OF UPDATED 


EXPERT REPORTS ON DAMAGES 


United States District Court 
Northern District of California 


— 


YAY Dn uu fF WY WN 


\o 


Case 5:11-cv-01846-LHK Document 3380 Filed 02/10/16 Page 2 of 22 


Wagner (“Wagner’s November 2015 Report”), Samsung’s rebuttal expert on damages. ECF No. 
3333-3 (“Apple Mot.”’). Pursuant to Civil Local Rule 7—1(b), the Court finds most, but not all, of 
the issues raised in the Motions to Strike suitable for determination without oral argument. The 
remaining issues will be discussed at the February 11, 2016 hearing. Having considered the 
parties’ submissions, the relevant case law, and the record, for the reasons discussed below, the 
Court GRANTS IN PART and DENIES IN PART Samsung’s Motion to Strike, and GRANTS IN 
PART and DENIES IN PART Apple’s Motion to Strike. 
I. BACKGROUND 

As more than three thousand docket entry filings, two jury trials, and several appeals have 
already taken place in this case, a brief recitation of the relevant facts is helpful to understand the 
procedural context in which the parties’ motions are made. Apple and Samsung sell competing 
smartphones and tablets. On April 15, 2011, Apple filed suit against Samsung, asserting numerous 
intellectual property and antitrust claims. See ECF No. 1. In July and August 2012, after pretrial 
case narrowing, Apple tried to a jury claims as to three utility patents, four design patents, one 
registered trade dress, and three unregistered trade dresses against 28 accused Samsung products. 
See ECF No. 1931. The jury found that 26 of the 28 accused products infringed or diluted one or 
more of Apple’s asserted intellectual property rights and awarded Apple $1,049,343,540 in 
damages. /d. at 15. Following a multitude of post-trial orders, the Court held a partial damages 
retrial in November 2013. See ECF No. 2822. The total damages award against Samsung 
ultimately amounted to $929,780,039. ECF No. 3017. 

Samsung filed a Notice of Appeal to the Federal Circuit in March 2014. ECF No. 3018. On 
May 18, 2015, the Federal Circuit affirmed-in-part, reversed-in-part, vacated-in-part, and 
remanded this Court’s judgment. ECF No. 3271. The Federal Circuit affirmed the validity and 
infringement judgments with respect to Apple’s design and utility patents, and “the damages 
awarded for the design and utility patent infringements appealed by Samsung.” /d., at 4. However, 


the Federal Circuit reversed “the jury’s findings that the asserted trade dresses are protectable” and 


2 
Case No. 11-CV-01846-LHK 
ORDER GRANTING IN PART AND DENYING IN PART MOTIONS TO STRIKE PORTIONS OF UPDATED 
EXPERT REPORTS ON DAMAGES 


United States District Court 
Northern District of California 


— 


YAY Dn un fF WY WN 


\o 


Case 5:11-cv-01846-LHK Document 3380 Filed 02/10/16 Page 3 of 22 


vacated the damages awards against the Samsung products that were found liable for trade dress 
dilution. Jd. The Federal Circuit remanded “for immediate entry of final judgment on all damages 


awards not predicated on Apple’s trade dress claims and for any further proceedings necessitated 


2 


by our decision to vacate the jury’s verdicts on the unregistered and registered trade dress claims.’ 
Id., at 33. 

The Federal Circuit’s vacatur of the jury’s verdicts on trade tress claims required retrial of 
damages for five Samsung products on remand. Upon receipt of the Federal Circuit’s mandate on 
September 1, 2015, ECF No. 3273, the Court issued a Case Management Order setting retrial for 
Spring 2016.” ECF No. 3272, at 3 (“September 1, 2015 Order’’). As it did in connection with the 
retrial of damages in November 2013, see ECF No. 2316, at 2—3, the Court again ordered that the 


parties would not be permitted to expand the scope of the damages remand trial: 


The instant retrial on damages will be the parties’ fourth jury trial before this 
Court, third jury trial in the instant case, and second damages retrial in the instant 
case. The sole purpose of the instant damages retrial is to determine the amount of 
damages for the infringement of Apple’s *163, °381, ’915, D’305, D’677 and/or 
D’087 Patents by five Samsung products: the Fascinate, Galaxy S4G, Galaxy S 
Showcase, Mesmerize, and Vibrant. 


The Court will not allow substitution of damages experts absent extraordinary 
circumstances such as Mr. Musika’s death after the 2012 jury trial. The Court will 
not allow supplemental fact discovery. The Court will not permit the parties to 
expand the scope of the damages retrial and will not allow the parties to rely on 
new Sales data, new products, new methodologies or new theories. . . . 


The Court’s prior rulings on the parties’ Daubert motions, motions in limine, 
discovery disputes, and evidentiary objections will main in effect as law of the 
case. The parties may not relitigate these issues. 





* Pursuant to the Federal Circuit’s mandate, on September 18, 2015, this Court also entered partial 
final judgment against Samsung and in favor of Apple in the amount of $548,176,477 according to 
the affirmed damages awards for 18 Samsung products. ECF No. 3290. Samsung appealed the 
Court’s entry of partial final judgment to the Federal Circuit on September 21, 2015. ECF No. 
3292. The Federal Circuit summarily affirmed this Court’s entry of partial final judgment. ECF 
No. 3319. This Court again received the mandate from the Federal Circuit on December 1, 2015. 
ECF No. 3321. That partial final judgment has been paid and is not at issue here. ECF No. 3332. 

3 


Case No. 11-CV-01846-LHK 
ORDER GRANTING IN PART AND DENYING IN PART MOTIONS TO STRIKE PORTIONS OF UPDATED 
EXPERT REPORTS ON DAMAGES 


United States District Court 
Northern District of California 


— 


YAY Dn uu F&F YW WN 


\o 


Case 5:11-cv-01846-LHK Document 3380 Filed 02/10/16 Page 4 of 22 


Each side is limited to one motion to strike, which may not exceed five pages. 
Each side’s opposition shall not exceed five pages. Each side’s reply shall not 
exceed three pages. 


Id. at 2-3. Following a case management conference on September 18, 2015, the Court set a final 
pretrial and trial schedule in a further Case Management Order. ECF No. 3289. The parties’ 
instant Motions to Strike followed. 

Apple moves to strike portions of Wagner’s November 2015 Report, and Samsung moves 
to strike portions of Davis’s November 2015 Report. In addition to its Motion, Apple filed both an 
opposition (ECF No. 3345-3, “Apple Opp.”) to Samsung’s Motion and a Reply (ECF No. 3359-3, 
“Apple Reply”) in support of Apple’s Motion. Samsung has similarly filed an opposition (ECF 
No. 3347-3, “Samsung Opp.”) to Apple’s Motion and a Reply (ECF No. 3361-3, “Samsung 
Reply’) in support of Samsung’s Motion. Additionally, full copies of Wagner’s Corrected Expert 
Report of April 20, 2012 (““Wagner’s April 2012 Report”); Wagner’s Supplement Expert Report 
of May 11, 2012 (“Wagner’s May 2012 Report”); Wagner’s Updated Rebuttal Report of August 
26, 2013 (“Wagner’s August 2013 Report’); Wagner’s Rebuttal Expert Report for Third Trial on 
Damages of November 6, 2015 (““Wagner’s November 2015 Report’); Musika’s Expert Report of 
March 22, 2012 (“Musika’s March 2012 Report”); Musika’s Supplemental Expert Report of May 
8, 2012 (“Musika’s May 2012 Report’’); Davis’s Expert Report of August 23, 2013 (“Davis’s 
August 2013 Report”); and Davis’s Updated Expert Report of November 6, 2015 (“Davis’s 
November 2015 Report’) are on file with the Court. 

Il. LEGAL STANDARD 

As stated above, this Court’s September 1, 2015 Order granted a limited damages retrial on 
five Samsung products, consistent with the Federal Circuit’s mandate. To create a consistent 
record for appellate review of the 2012 trial, 2013 retrial, and 2016 retrial, the Court has attempted 
to ensure that the issues and evidence (as they relate to damages) in the 2012 trial, 2013 retrial, 
and 2016 retrial are substantially the same to the extent fair and feasible. Thus, the parties are not 
allowed to introduce new evidence in the 2016 retrial. This evidentiary cut-off is set in the interest 


of fairness to the parties and in light of the need to make efficient use of the Court’s limited 
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resources. While the Court acknowledges that imposing this cut-off inevitably results in the 
exclusion of some amount of relevant, probative evidence, the Court finds that fairness, efficiency, 
and the need for a coherent record on appeal outweigh any harm caused by this exclusion for the 
majority of categories of evidence or new expert opinions the parties now seek to introduce.” 

The Court has broad discretion to manage the conduct of a trial and the evidence presented 
by the parties—both under the Federal Rules of Evidence, and as part of the Court’s inherent 
authority—and the Court finds that the exercise of this discretion to exclude the parties’ experts’ 
reliance on certain evidence is necessary to the efficient management of the 2016 retrial and is in 
the interests of justice. See, e.g., Fed. R. Evid. 403 (court may exclude relevant evidence, the 
probative value of which is nevertheless substantially outweighed by “unfair prejudice, confusing 
the issues, misleading the jury, undue delay, wasting time, or needlessly presenting cumulative 
evidence”); Navellier v. Sletten, 262 F.3d 923, 941-42 (9th Cir. 2001) (imposing limits on the 
parties’ presentation of evidence is within “the broad discretion that the district court had to 
manage the trial”); Abbott Labs. v. Brennan, 952 F.2d 1346, 1351 (Fed. Cir. 1991) (“It is improper 
on appeal to disturb a district court’s trial management, absent a clear abuse of judicial 
discretion.”); Beatrice Foods Co. v. New Eng. Printing & Litho. Co., 899 F.2d 1171, 1177 (Fed. 
Cir. 1990) (per curiam) (“‘A trial court has broad discretionary authority in managing the litigation 
before it... .”); United States v. Hearst, 563 F.2d 1331, 1349 (9th Cir. 1977) (Federal Rules of 
Evidence “confer broad discretion on the trial judge to exclude evidence on any of the grounds 
specified in Rule 403”). 

In deciding whether to enforce the discovery deadlines, the Court has conducted the 
balancing required in Federal Rule of Evidence 403. The probative value of certain evidence may 
be so compelling that it substantially outweighs the remaining Rule 403 factors and justifies a 


deviation from the existing record. However, in most instances the remaining Rule 403 factors 


: Samsung has filed a Motion To Introduce At The Damages Retrial Evidence Created After The 
July 2012 Trial. ECF No. 3352. That Motion is set for hearing on March 3, 2016 and is not 
addressed in the instant order. 
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substantially outweigh the probative value of the evidence sought to be introduced, and deviation 
from the existing record is not justified. Each of the rulings below is consistent with this Court’s 
balancing of the factors set forth in Rule 403. Moreover, the Federal Circuit affirmed the damages 
judgment from the 2013 retrial, for which the Court imposed the same evidentiary cutoff. Apple 
Inc. v. Samsung Elecs. Co., 786 F.3d 983, 1004—05 (Fed. Cir. 2015). 
Il. SAMSUNG’S MOTION TO STRIKE 

A. Davis’s Opinion on Apple’s Capacity 

Citing Daubert v. Merrel Dow Pharms., Inc., 509 U.S. 579, 592 (1993), Samsung contends 
that the updated report of Apple’s substitute expert, Julie L. Davis, should be stricken to the extent 
Davis opines that Apple had sufficient capacity to capture the sales it allegedly lost to Samsung. 
Samsung Mot., at 1. Specifically, Samsung contends that a large portion of Samsung sales for 
which Apple seeks lost profits were sales to Verizon customers, but that Davis’ opinions are based 
on insufficient evidence that Apple had capacity to produce enough iPhones to capture those sales. 
Id., at 1-2. Apple responds that Davis uses “the exact same capacity schedules, methodology, and 
analysis” used previously and that Samsung has previously challenged various portions of Davis’s 
capacity opinions on Daubert grounds without success. Apple Opp., at 1. 

Samsung does not contend that Davis’s capacity opinions are based on new data or use 
methodology that differs from those offered in the previous trials, but instead argues that the data 
and methodology are no longer reliable for purposes of the third trial in this case. Although the 
Court permitted the parties to file new expert reports in advance of the March 2016 retrial, the 
Court made clear—as it did before the 2013 retrial—that it was not granting either side an 
opportunity to expand the scope of the trial or to re-litigate previously decided issues. As a result, 
the Court prohibited the parties from relying on “new sales data, new products, new 
methodologies or new theories.” ECF No. 3272, at 2. To help enforce these limitations, the Court 
permitted each side to file a Motion to Strike portions of the new expert reports that did not 
conform to this Court’s orders, but did not authorize new Daubert motions challenging theories 
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that have already been litigated. /d., at 3. 

Here, Davis relies on the same capacity data used in her 2013 report. Compare ECF No. 
3336-2 (Nov. 2015 report), at Exh. 26-S, with ECF No. 2386-2 (Aug. 2013 report), at Exh. 26-S. 
Indeed, Davis’s capacity opinions based on that data were presented to the jury at the 2013 retrial. 
See ECF No. 2840, at 672:1—676:17; 688:10—13 (Nov. 14, 2013 trial transcript). Because Davis’s 
capacity opinions are not based on new data, methodologies, or theories, Samsung’s motion to 
strike is DENIED. 

B. Davis’s New Mor-Flo Calculations 

Samsung argues that Davis’s updated report contains a new Mor-Flo calculation related to 
her opinion that Apple’s damages would be essentially the same if Samsung’s Replenish and 
Galaxy Ace phones were considered non-infringing alternatives. Samsung Mot., at 2—3. In 
addition, Samsung argues that Davis’s opinion should be excluded because it arbitrarily considers 
only the Replenish and Galaxy Ace phones as noninfringing alternatives for the ?915 patent. Id. 

Apple does not dispute that Davis has included a new Mor-Flo calculation, but instead 
contends that Davis did so in response to orders of the Court postdating Davis’s earlier report— 
specifically, the Court’s November 7, 2013 Order on Noninfringing Alternatives Based On 2012 
Jury’s Noninfringement Verdict (ECF No. 2657) and November 10, 2013 Order amending the 
same (ECF No. 2696, at 9), which in relevant part ruled that Samsung was not barred from 
presenting evidence of certain noninfringing alternatives for the ’915 patent (including the 
Replenish and Galaxy Ace) based on the 2012 jury’s verdict. Apple Opp., at 2-3. 

Samsung’s motion to strike is GRANTED. Samsung is correct that as a general rule the 
Court’s orders barred the inclusion of new theories in the parties’ updated expert reports. Although 
the Court’s noninfringing alternatives orders permitted Samsung’s expert to testify during the 
2013 retrial as to certain noninfringing alternatives based on the 2012 jury’s noninfringement 
verdict, Samsung’s expert’s testimony was generally consistent with the non-infringing 


alternatives opinions he already expressed at the 2012 trial. See ECF No. 2657, at 12 (order stating 
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that “Wagner testified at the 2012 trial that if the jury found that certain Samsung products did not 
infringe, then these noninfringing products would represent noninfringing alternatives.”); ECF No. 
2696, at 9; see also, e.g., ECF No. 1842, at 3038:4—19 (Aug. 16, 2012 Wagner trial testimony); 
ECF No. 2842, at 1010:5—22 (Nov. 15, 2013 Wagner trial testimony). In contrast, Apple does not 
identify, and the Court has not located, disclosure in Davis’s 2013 expert report of an opinion 
concerning Apple’s market share or damages if other Samsung phones (including the Replenish 
and Galaxy Ace) were considered noninfringing alternatives for the °915 patent. To the contrary, 
in the 2013 damages retrial, Davis affirmatively testified that she did not consider the Galaxy Ace 
a noninfringing alternative for various reasons. ECF No. 2843, at 1187:14—1118:10 (Nov. 18, 
2013 trial testimony). Because the Court grants Samsung’s Motion to strike, it need not reach 
Samsung’s additional arguments regarding Davis’s new Mor-Flo analysis. 

C. Davis’s Previously Excluded Material 

Samsung argues that Davis’s updated expert report contains analysis previously stricken by 
the Court, and which should be again stricken. Samsung Mot., at 5. First, Samsung contends that 
the final sentence of Paragraph 163 of Davis’s updated report, which contains a comparison of 
Samsung’s incremental profit margin with its gross profit margin, should be struck as a new 
opinion not previously presented by Musika, Apple’s original damages expert. Jd. Second, 
Samsung argues that Paragraphs 146-155 of Davis’s updated report contain a discussion of the 
history of Samsung’s production of financial data that was previously stricken. Jd. The Court 
addresses each in turn. 

With regard to the first of these, Samsung contends that Musika’s 2012 reports did not 
disclose an opinion comparing Samsung’s gross profit margin and incremental profit margin in the 
manner contained in the last sentence of Paragraph 163 of the updated Davis report. As a result, 
Samsung contends, it should be stricken as violating the Court’s orders concerning the scope of 
the 2016 retrial. 


The parties disagree as to whether the Court previously struck the specific sentence at 
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issue. Regardless of whether the Court’s previous order is understood to do so, the Court agrees 
with Samsung that the incremental profit/gross margin comparison contained in the final sentence 
of Paragraph 163 of the updated Davis report is an improper new opinion. Tellingly, Apple’s 
Opposition does not cite—and the Court has not located—a statement in the body of Musika’s 
2012 report or supplemental report comparing Samsung’s margins in this manner. In contrast, 
Musika disclosed opinions using other comparisons, such as incremental profit and operating 
profit. See, e.g., ECF No. 2517-6, at { 40 (May 8, 2012 Supplemental Expert Report of Terry L. 
Musika, CPA). Although Apple is correct that the underlying data and calculation of Samsung’s 
gross margin and incremental profit margin were present in Musika’s May 2012 Report as Exhibit 
50-S, the presence of data from which a comparison may be made is not the same as expressing an 
opinion regarding that comparison. Cf. ECF No. 2575, at 5 (granting motion to strike and noting 
that “[w]hether or not Musika had the underlying data necessary to perform the incremental profits 
calculations Davis now includes in her Report, the fact is that Musika did not perform those 
calculations (or if he did, he did not include them in his Reports).”’). Similarly, although Apple 
contends that the data contained in Exhibit 50-S was admitted as PX28 in the 2012 trial, Musika’s 
testimony does not involve the specific comparison challenged by Samsung. See ECF No. 1839, at 
2057-61 (Aug. 13, 2012 trial testimony). Accordingly, Samsung’s Motion to strike the last 
sentence of Paragraph 163 of Davis’s November 6, 2015 expert report is GRANTED. 

Second, Samsung argues that the Court previously struck the portion of Davis’s 2013 
report relating to Samsung’s production of financial data. Specifically, like Musika’s 2012 report, 
Davis’s 2013 report contained an extensive recitation of Samsung’s discovery conduct, including 
various sanctions orders. Samsung Mot., at 5; see ECF No. 2386-02, {| 145-155. As it did with 
Musika, the Court ruled that Davis would not be permitted to testify as to Samsung’s discovery 
conduct and granted Samsung’s motion to strike. ECF No. 2575, at 6-7. Although the Court did 
not permit testimony regarding discovery sanctions, Musika was permitted to testify at trial as to 


his opinion that Samsung’s data was unreliable because it had been produced in multiple versions, 
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was not willingly produced, and contained mistakes. See, e.g., ECF No. 1839, at 2065:8-11. 
Similarly, Davis was permitted to testify as to her opinion that Samsung’s data was unreliable 
because it had been produced in multiple versions and contained irregularities. ECF No. 2840, at 
701:20—702:18. 

In her updated expert report, Davis removes most, but not all, improper references to 
Samsung’s discovery conduct, largely focusing instead on the factual predicates for her opinion 
that Samsung’s financial data was irregular or unreliable. Davis’s November 2015 Report {{{ 145— 
155. Consistent with its prior rulings, the Court will not permit testimony regarding Samsung’s 
discovery conduct or sanctions. It will, however, permit testimony regarding irregularity of 
Samsung’s financial data consistent with the opinions already expressed at trial. Accordingly, the 
Court GRANTS Samsung’s motion to strike only the following portions of Davis’s updated expert 
report as unduly prejudicial and of minimal probative value, consistent with the portions 
previously stricken: Paragraph 147, except the first sentence is not stricken; the fourth bullet of 
Paragraph 155; and the first sentence of the seventh bullet of Paragraph 155. The Court DENIES 
Samsung’s motion to strike revised Paragraphs 145 through 155 in their entirety. 

D. Davis’s New Schedules Showing Damages By Patent and By Product 

Finally, Samsung contends that Davis includes in her report a series of new schedules and 
calculations purportedly breaking down Apple’s damages by product and by patent. Samsung 
Mot., at 3. Apple concedes that the schedules and calculations are new, Apple Opp., at 3, but 
contends that Davis included the new material because the Court stated that it “intends to use a 
verdict form that requires the jury to quantify damages per product and per patent.” ECF No. 
3291, at 24:9-10. Samsung further contends that Davis’s calculations are presented in a misleading 
format, Samsung Mot., at 4, which Apple denies, Apple Opp., at 4. 

Samsung is correct that the wholesale inclusion of new calculations in the parties’ expert 
reports was not authorized, and Apple will not be permitted to do so unilaterally. As previously 
stated, however, the Court intends to adopt a jury verdict form requiring the jury to quantify 
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damages on a per product per patent basis. As a result, the Court will address this issue at the 
February 11, 2016 hearing. 
IV. APPLE’S MOTION TO STRIKE 

A. Per-Icon Re-Design Cost 

In its October 2013 Order on Motions to Strike, the Court struck an opinion from 
Wagner’s August 2013 report that a reasonable royalty for the D’305 patent could be calculated by 
multiplying (1) the cost to re-design each icon by (2) the number of infringing icons at issue. ECF 
No. 2575. The Court struck the opinion because the multiplication constituted a new calculation 
that was not performed in Wagner’s Original Report. Jd. The Court did not strike the underlying 
data used to perform the calculation. Id. 

In the instant motion, Apple asks the Court to strike three tables and a portion of Paragraph 
423 of Wagner’s November 2015 Report that list the total number of icons covered by the D’305 
patent in the accused devices and the per-icon cost to design a new icon. Apple Mot. at 1. Apple 
objects to these elements of Wagner’s November 2015 report because the total number of icons 
covered by the D’305 patent and the per-icon design-around cost are the inputs required to 
perform the calculation that the Court struck in the October 2013 Order on Motions to Strike. Id. 
Apple does not dispute that the data contained in the tables and Paragraph 423 were included in 
Wagner’s Original Report. See id.; Apple Reply; see also Wagner’s April 2012 Report (stating the 
number of icons at issue and the cost to redesign an icon). Rather, Apple argues that the three 
tables and the portion of Paragraph 423 should be struck because including the data on the number 
of infringing icons and the design-around cost for icons will permit the jury to perform the 
previously struck multiplication. 

However, Wagner’s November 2015 report does not multiply the cost to re-design each 
icon by the number of infringing icons at issue, nor does Wagner’s November 2015 Report state 
that the cost to re-design each icon should be multiplied by the number of infringing icons at issue. 
Instead, the tables and Paragraph to which Apple objects reformat data previously included in 
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Wagner’s April 2012 Report. The Court will not strike portions of Wagner’s November 2015 
Report that present data properly included in the report merely because that data could be used to 
perform a stricken calculation. Accordingly, the Court DENIES Apple’s Motion to Strike the 
portions of Wagner’s November 2015 report that relate to the re-design cost for icons and the 
number of icons covered by the D’305 patent. 

Nevertheless, the Court cautions that the Court will not permit Wagner to testify to the 
previously stricken opinion that a reasonable royalty could be calculated by multiplying the per- 
icon re-design cost by the number of icons at issue in the accused devices. 

B. U.S. Standard Costs 

Apple next objects to Wagner’s use of U.S. standard costs to evaluate Davis’s incremental 
profitability calculations. However, the calculations using U.S. standard costs that Apple seeks to 
strike were admitted into evidence in the 2013 retrial as part of Exhibit No. DX952.007. See ECF 
No. 2789-1 (parties’ joint final exhibit list for 2013 retrial). Exhibit No. DX952.007 additionally 
includes the comparison of the calculations using U.S. standard costs to the incremental 
profitability calculations performed by Davis. Jd. Thus, the entirety of Wagner’s opinion regarding 
U.S. standard costs to which Apple objects was already admitted into evidence in the 2013 retrial. 

Moreover, although Apple objected to four of the fourteen pages of Exhibit DX952, Apple 
did not object to DX952.007, the page containing the calculations Apple now seeks to strike, and 
DX952.007 was admitted into evidence. See ECF No. 2712 (Apple’s objections to pages 
DX952.03, DX952.04, DX952.05, and DX952.10); ECF No. 2843 at 1139:10-1140:14 (admission 
of DX952 into evidence, with the exception of pages DX952.03, DX952.04, DX952.05, and 
DX952.10). Because the calculations using U.S. standard costs were admitted into evidence in the 
2013 retrial without objection from Apple, Apple has forfeited its objection to those calculations 
for the 2016 retrial. Accordingly, Apple’s motion to strike Wagner’s use of U.S. standard costs is 


DENIED. 
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C. Price Elasticity and Market Segmentation 

Apple next moves to strike Wagner’s price elasticity and market segmentation analysis. 
Apple argues that the price elasticity and market segmentation analysis is new because it divides 
the market based on _ average selling price instead of he average selling price Wagner 
used to divide the market in his 2012 and 2013 reports. On this basis, Apple moves to strike 
Paragraphs 157 to 171 and Schedules 15.1-3T, 15.3-3T, 15.4-3T, and 15.5-3T of Wagner’s 
November 2015 Report. 

With the exception of Paragraph 163, the text of Wagner’s price elasticity and market 
segmentation analysis does not rely upon dividing the market based on — average selling 
price. In fact, much of Wagner’s price elasticity and market segmentation analysis is identical to 
analyses performed by Wagner in Wagner’s April 2012 and August 2013 Reports. With the 
exception of correcting an apparent error in Wagner’s August 2013 Report that Apple does not 
identify as a basis for striking Paragraph 157,* the substance of Paragraph 157 of Wagner’s 
November 2015 Report is identical to Paragraph 185 of Wagner’s August 2013 Report. The 
substance of Paragraphs 158 through 160, 162, and 164 through 166 of Wagner’s November 2015 
Report is identical both to Paragraphs 186 through 188, 191, and 194 through 196 of Wagner’s 
August 2013 Report and to Paragraphs 195 through 197, 199, and 202 through 204 of Wagner’s 
April 2012 Report. The substance of Paragraph 161 of Wagner’s November 2015 Report is 
identical to Paragraph 198 of Wagner’s April 2012 Report. Thus, the opinions in Paragraphs 157 
to 162 and Paragraphs 164 to 166 of Wagner’s November 2015 Report were all previously 
disclosed and are not new. 

Additionally, no part of the analysis contained in Paragraphs 167 through 171 and 
Schedules 15.1-3T and 15.3-3T through 15.5-3T of Wagner’s November 2015 Report relies upon 


_ 
dividing the market by a Jj average selling price. Instead, the analysis in this portion of 


* Wagner’s August 2013 Report mistakenly states that Qi / $348.01) = and reports that 


Apple’s prices are accor than Samsung’s. Wagner’s November 2015 Report 
corrects this to ale 348.01) =| and reports that Apple’s prices are 
correspondingly gg than Samsung’s. 
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Wagner’s November 2015 Report conducts a focused analysis based on the specific products at 
issue in the 2016 retrial, without drawing upon the _ average selling price segmentation. Apple 
does not argue that Samsung’s focus on the products at issue in the retrial is grounds to strike this 
portion of Wagner’s November 2015 Report. Apple also does not argue that Paragraphs 167 
through 171 of Wagner’s November 2015 Report rely upon new data. Instead, Apple objects to 
Paragraphs 167 through 171 of Wagner’s November 2015 Report only based on Wagner’s 
segmentation of the market using a _ average selling price. However, Paragraphs 167 to 171 of 
Wagner’s November 2015 Report do not mention or rely upon segmenting the market based on a 
= average selling price. Therefore, Paragraphs 167 to 171 do not include new market 
segmentation analysis, so the Court will not strike Paragraphs 167 to 171. 

However, as to Paragraph 163 and Figure 23 of Wagner’s November 2015 Report, Wagner 
does perform a comparative analysis of the accused products to Apple’s products by segmenting 
the market for phones using an average selling price of jj. Wagner did not segment the market 
based on _ average selling price in any of Wagner’s prior expert reports. Instead, Wagner 
previously segmented the market based on ovo selling price, even when Samsung 
phones with an average selling price exceeding were at issue. See Wagner’s August 2013 
Report { 192 (segmenting the market based on a [J average selling price, even though 58% of 
the accused phones had average selling prices exceeding ; Wagner’s April 2012 Report 
{ 200 (segmenting the market based on a Jj average selling price, even though 70% of the 
accused phones had average selling prices exceeding J). Therefore, Wagner’s segmentation of 
the market using a = average selling price in Paragraph 163 of Wagner’s November 2015 
Report is new. Moreover, because Wagner had not previously segmented the market based on a 
MMMM average selling price even when as many as 70% of the phones at issue had average selling 
prices exceeding =. Wagner’s segmentation of the market based on a =_ average selling 
price is not merely, as Samsung claims, a focusing of Wagner’s analysis based on the products at 


issue 1n the instant retrial. 
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Accordingly, the Court GRANTS Apple’s motion to strike as to Paragraph 163 and Figure 
23 of Wagner’s November 2015 Report. Apple’s motion to strike the remainder of the price 
elasticity and market segmentation analysis in Wagner’s November 2015 Report is DENIED. 

D. Non-Infringing Alternatives for the D’087 Patent 

Apple moves to strike Wagner’s opinion that five Samsung phones not subject to the 2016 
retrial should be considered as non-infringing alternatives for the D’087 patent. These five 
phones—the Galaxy S II (AT&T), the Galaxy S HI 9100), the Galaxy S II (Epic 4G Touch), the 
Galaxy S II (Skyrocket), and the Infuse 4G—were all accused of infringing the D’087 patent at the 
2012 trial. At the 2012 trial, the jury found that all five phones did not infringe the D’087 patent 
but did infringe other Apple’s patents. 

Apple raises two objections to Wagner’s use of these five Samsung phones: (1) that 
Wagner’s April 2012 Report did not “offer the opinion that products accused of infringing the 
D’087 patent, if found not to infringe, would be non-infringing alternatives to products that did 
infringe the D’087;” and (2) that, under Astrazeneca AB v. Apotex Corp., 782 F.3d 1324 (Fed. Cir. 
2015), products that infringe other patents not at issue cannot serve as available non-infringing 
alternatives to the patent at issue. Apple Mot. at 3-4. The Court addresses each argument in turn. 

Regarding Wagner’s failure to disclose the use of products found not to infringe as non- 
infringing alternatives, Apple raised the same objection in Apple’s Motion to Strike Wagner’s 
August 2013 Report. There, Apple argued that the Court should strike “Wagner’s opinions that 
Samsung products found not to infringe Apple’s patents could serve as noninfringing alternatives 
for purposes of a damages analysis” on the basis that such opinions “were not timely disclosed in 
Wagner’s 2012 expert reports.” ECF No. 2657 at 12. The Court rejected Apple’s argument 
because “Wagner testified at the 2012 trial that if the jury found that certain Samsung products did 
not infringe, then these noninfringing products would represent noninfringing alternatives.” Jd. 
(citing Trial Trans. August 16, 2012 at 3038:4—19). Because Apple did not object to Wagner’s 
testimony at trial, the Court held that Apple forfeited its objection to Wagner’s failure to disclose 
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his theory on non-infringing alternatives. Jd. Accordingly, the Court permitted Wagner to testify at 
the 2013 retrial that products accused of infringing multiple Apple patents should be considered 
non-infringing alternatives to patents those products were found not to infringe. Id.; see also ECF 
No. 2696 at 9 (amending ECF No. 2657 to permit Wagner to testify regarding additional products 
at trial). The Court’s order was not limited to products found not to infringe any patents, and the 
Court allowed Wagner to testify that products found to infringe some Apple patents should 
nevertheless be considered non-infringing alternatives to other patents. ECF Nos. 2657, 2696. 
Thus, pursuant to the Court’s previous ruling on Apple’s objection to Wagner’s failure to disclose 
the use of Samsung products found not to infringe as non-infringing alternatives, the Court again 
finds that Apple has forfeited its objection based on Wagner’s alleged failure to disclose Wagner’s 
opinion on non-infringing alternatives. See ECF No. 3272 (“The Court’s prior rulings on the 
parties’ Daubert motions, motions in limine, discovery disputes, and evidentiary objections will 
remain in effect as law of the case.”). 

Although Apple cites to Astrazeneca, the Court does not agree that Astrazeneca broadly 
stands for the proposition that a product can never be used to show the availability of a 
noninfringing alternative to a given patent merely because it infringes other patents. In 
Astrazeneca, the district court made a finding of fact following a bench trial regarding patents 
covering a pharmaceutical. 782 F.3d at 1330. Specifically, the district court found that a third 
party’s product (which was covered by patents owned by that third party) was not “available” as a 
non-infringing alternative to the plaintiffs patent. Jd. at 1340. Because the acceptability of non- 
infringing alternatives is ultimately a finding of fact, see, e.g., ECF No. 2657, at 5—6 (citing 
Standard Havens Prods., Inc. v. Gencor Indus., Inc., 953 F.2d 1360, 1373 (Fed. Cir. 1991)), the 
Federal Circuit reviewed the district court’s finding on the availability of a non-infringing 
alternative for clear error. Astrazeneca, 782 F.3d at 1341. The Federal Circuit concluded that the 
district court could have reasonably inferred that the third party’s patents would have prevented 


the defendant from using the third party’s formulation of the pharmaceutical as a non-infringing 
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alternative. Id. at 1340-41. Thus, the Federal Circuit held that the district court did not clearly err 
in its finding of fact regarding the availability of a non-infringing alternative. Jd. The Federal 
Circuit did not hold, as Apple urges the Court to do in the instant case, that products covered by 
patents other than the one for which damages are sought cannot, as a matter of law, be evidence of 
available non-infringing alternatives. See generally Astrazeneca, 782 F.3d 1324. 

Moreover, in ruling on Apple’s motion to strike Wagner’s August 2013 report in advance 
of the 2013 retrial, this Court previously concluded that Samsung could introduce products found 
to infringe certain Apple patents as evidence of available non-infringing alternatives to other 
Apple patents not infringed by those products. ECF No. 2657 (November 7, 2013 order on non- 
infringing alternatives). The judgment from the 2013 retrial in which that ruling was made was, in 
relevant part, affirmed by the Federal Circuit. Apple, 786 F.3d at 1004—05. The Federal Circuit’s 
opinion in the instant case was issued in May 2015, a month after the Federal Circuit’s decision in 
Astrazeneca, which was issued in April 2015. Thus, the Federal Circuit affirmed this Court’s 
ruling on the availability of non-infringing alternatives in the 2013 retrial, after issuing 
Astrazeneca. 

Indeed, as this Court has previously held, Samsung does not necessarily need to show that 
any non-infringing alternatives were actually on the market at the time of infringement in order for 
Samsung to show that there were acceptable non-infringing alternatives available. See ECF No. 
2657 at 9 (November 7, 2013 order on non-infringing alternatives). Rather, Samsung is entitled to 
demonstrate that an acceptable non-infringing alternative was “available,” even if it was not 
actually being sold at the time of infringement. See, e.g., Grain Processing Corp. v. Am. Maize- 
Prods. Co., 185 F.3d 1341, 1351-52 (Fed. Cir. 1999); TOP Dev., LLC v. Merrill Lynch & Co., No. 
08-471, 2012 WL 3283354, at *1 (E.D. Tex. Aug. 10, 2012) (“In determining whether the 
alternative product is available, the court may consider whether (1) the defendant could readily 
obtain all of the material needed to implement the non-infringing alternative; (2) the non- 


infringing alternative was well known in the field at the time of infringement; and (3) the 
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defendant had all of the necessary equipment, know-how, and experience to use the non-infringing 
alternative.”). Because an acceptable non-infringing alternative need not be a product that was 
actually on the market at the time of infringement, the fact that the Samsung products infringed 
some of Apple’s patents does not preclude Samsung from arguing that the non-infringing aspects 
of these products provide evidence that Samsung could have offered a fully non-infringing product 
that would have been an acceptable non-infringing alternative. Thus, the Federal Circuit’s holding 
in Astrazeneca cannot be read more broadly than affirming the district court’s factual finding that 
a non-infringing alternative was unavailable on the facts in that case. Accordingly, the Court 
rejects Apple’s contention that Astrazeneca bars Samsung from presenting evidence of non- 
infringing alternatives based on the 2012 jury’s non-infringement verdict at the 2016 retrial as a 
matter of law. 

Therefore, Apple’s motion to strike Wagner’s opinion that five Samsung products found 
not to infringe the D’087 should be considered as evidence of non-infringing alternatives to the 
D’087 patent is DENIED. 

E. Previously Uncited Product Reviews 

Apple moves to strike Wagner’s quotation of and citation to several previously uncited 
product reviews in Paragraph 172 of Wagner’s November 2015 Report. Samsung does not dispute 
that these product reviews were not cited in any of Wagner’s prior reports. Instead, Samsung 
argues that the product reviews should not be struck because Wagner’s inclusion of the product 
reviews “merely elaborat[es] on his prior opinions to focus on the products at issue in the current 
retrial.” Samsung Opp. at 4 (citing ECF No. 2575). The Court has ordered that the parties may not 
rely upon new data. ECF No. 3272. Therefore, because the product reviews cited in Paragraph 172 
are new data included for the first time in Wagner’s November 2015 Report, Apple’s motion to 
strike the portions of Paragraph 172 that quote or cite the product reviews is GRANTED. 

F. Previously Excluded Opinions 

Finally, Apple moves to strike portions of Wagner’s November 2015 Report that discuss 
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(1) the Apple/HTC settlement agreement and (2) the °915 patent invalidity proceedings, as well as 
(3) the Appendix to Wagner’s November 2015 Report that purports to respond to opinions in 
Davis’s prior report that were excluded. Apple moves to strike all of these portions of Wagner’s 
November 2015 Report on the basis that the Court has previously stricken these opinions from 
Wagner’s August 2013 Report. The Court addresses each category of opinions separately. 

As to the Apple/HTC settlement agreement, on November 7, 2013, the Court granted 
Apple’s motion to strike Wagner’s opinions related to the HTC Agreement from Wagner’s August 
2013 Report and held that “[n]o party may rely on the HTC Agreement in the retrial unless Apple 
elicits testimony or makes arguments that it has or would not license the ’381, ’915, or 7163 
patents.” ECF No. 2667. In opposition to Apple’s instant motion to strike, Samsung argues that the 
Court should not strike Wagner’s renewed discussion of the HTC Agreement from Wagner’s 
November 2015 Report because Davis’s November 2015 Report contains opinions that may lead 
Davis to testify at trial that Apple would not license the ’381, ’915, or 163 patents. Samsung Opp. 
at 4. For example, Davis states that “Apple currently maintains a list of patents that it is unwilling 
to license to other companies. This list includes all of the Remand Trial Patents.” Davis’s 
November 2015 Report J 205. As the Court previously held, “it would be unjust to allow Apple to 
suggest to the jury that it has never or would never license its utility patents when in fact it appears 
to have included at least two of the utility patents-in-suit in the HTC Agreement.” ECF No. 2667 
at 10. Notwithstanding the potential probative value of the HTC Agreement, the Court ultimately 
granted Apple’s motion to strike Wagner’s discussion of the HTC Agreement under Rule 403 on 
the condition that “Samsung will be allowed to introduce the HTC Agreement and Wagner’s 
analysis of it solely to rebut any testimony or argument by Apple that Apple has never or would 
never license the utility patents-in-suit.” Jd. at 11. This Court’s previous evidentiary ruling 
regarding the HTC Agreement remains in effect as the law of the case. See ECF No. 3272 (“The 
Court’s prior rulings on the parties’ Daubert motions, motions in limine, discovery disputes, and 
evidentiary objections will remain in effect as law of the case.”). Thus, pursuant to the Court’s 
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prior ruling excluding the HTC Agreement, the Court GRANTS Apple’s motion to exclude 
Wagner’s opinions regarding the HTC Agreement. See ECF No. 2667 (Order conditionally 
granting Apple’s motion to strike the HTC Agreement from Wagner’s August 2013 Report). 
Consistent with the Court’s prior evidentiary ruling on the HTC Agreement, no party may rely on 
the HTC Agreement in the instant retrial unless Apple elicits testimony or makes arguments that it 
has not or would not license the 7381, ’915, or ’163 patents. Jd. 

As to evidence regarding the ’915 patent invalidity proceedings, Samsung concedes that 
“Mr. Wagner’s discussion of the status of the 915 patent reexam in footnotes 401 and 751 to his 
report is intended only to reserve the right to modify his damages opinions in the event the Court 
finds the patent invalid based on the Patent Trial and Appeal Board’s final rejection of the claims 
as invalid.” Samsung Opp. at 5 n.2. Samsung does not dispute that Wagner’s opinions based on 
the ’915 patent invalidity proceedings were not included in Wagner’s August 2013 Report because 
the ’915 invalidity proceedings postdated the 2012 trial. See ECF No. 2575 at 12 (the Court’s 
October 22, 2013 Order, inter alia, granting Apple’s motion to strike Wagner’s opinions based on 
the patent reexamination proceedings). Thus, Wagner’s opinions based on the ’915 patent 
invalidity proceedings are new for purposes of the 2016 retrial, and the Court GRANTS Apple’s 
motion to exclude Wagner’s opinions regarding the ’915 patent invalidity proceedings. 

As to the Appendix to Wagner’s November 2015 Report, Wagner acknowledges in the 
Appendix that the opinions in the Appendix are relevant only if Davis’s November 2015 Report 
contains material previously excluded by the Court. See Wagner’s November 2015 Report at A-1 
q 1 (‘Unless otherwise noted, these sections are only relevant if Ms. Davis does not abide by the 
Court’s orders.”). In opposition, Samsung argues that only two sections of Wagner’s Appendix 
should not be stricken. Samsung Opp. at 5. Specifically, Samsung argues that the following two 
opinions are necessary to rebut Davis’s November 2015 Report: (1) Wagner’s opinion responding 
to Davis’s comparison of Samsung’s incremental profit margin to Samsung’s gross profit margin; 
and (2) Wagner’s opinion corresponding to Davis’s irreparable harm opinion contained in 
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Paragraphs 128A-C of Davis’s November 2015 Report. Jd. 

As to the incremental profit margin comparison, the Court has granted Samsung’s motion 
to strike Davis’s incremental profit margin comparison. Therefore, the corresponding portions of 
Wagner’s Appendix are not necessary to rebut Davis’s opinions. As to the discussion of 
irreparable harm, Wagner states in the Appendix to Wagner’s November 2015 Report that the 
irreparable harm analysis is relevant only to rebut the irreparable harm analysis in Davis’s 
November 2015 Report. Samsung, in its Opposition, concedes that Wagner’s irreparable harm 
analysis is relevant only if the Court does not exclude Davis’s irreparable harm analysis, contained 
in Paragraphs 128A-C of Davis’s November 2015 Report. Samsung Opp. at 5. 

In 2013, the Court struck all discussion of irreparable harm from the Davis report because 
the parties agreed that the irreparable harm opinions were relevant only to the issue of whether to 
grant a permanent injunction and so were not relevant to the retrial. ECF No. 2575 at 7-8. The 
Court has since denied Apple’s motion for a permanent injunction in this case, and Apple has not 
appealed that denial. ECF No. 3015. Thus, irreparable harm is not relevant to the instant damages 
retrial. Accordingly, the Court STRIKES Paragraphs 128A-C of Davis’s November 2015 Report. 
The Court GRANTS Apple’s motion to strike the Appendix of Wagner’s November 2015 Report. 
V. CONCLUSION 

In accordance with the analysis set forth above, the Court rules as follows: 

1. Samsung’s motion to strike Davis’s opinions regarding Apple’s capacity is 
DENIED. 

2. Samsung’s motion to strike Davis’s Mor-Flo calculations is GRANTED. 

3. Samsung’s motion to strike previously excluded opinions in Davis’s November 
2015 Report is GRANTED IN PART and DENIED IN PART. 

4. Apple’s motion to strike Wagner’s opinions showing per-icon re-design cost is 
DENIED. 

5. Apple’s motion to strike Wagner’s opinion regarding U.S. standard costs is 
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DENIED. 

6. Apple’s motion to strike Wagner’s opinion regarding price elasticity and market 
segmentation is GRANTED IN PART and DENIED IN PART. 

7. Apple’s motion to strike Wagner’s opinion on non-infringing alternatives is 
DENIED. 

8. Apple’s motion to strike Wagner’s citation to new product reviews is GRANTED. 

9. Apple’s motion to strike Wagner’s opinions regarding the Apple/HTC settlement 
agreement and the ’915 patent invalidity proceedings is GRANTED. 

10. Apple’s motion to strike Wagner’s Appendix is GRANTED. 

11. Paragraphs 128A-C of Davis’s November 2015 Report is STRICKEN. 

The Court will discuss Davis’s inclusion of schedules showing damages by patent and by 
product at the hearing. 


IT IS SO ORDERED. 


Dated: February 10, 2016 


LUCY OH 
United States District Judge 
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